
 

 

 

 
GPM is an independent, employee-owned portfolio management and advisory firm founded in 1993. We manage money for private clients and advise on financial planning strategy and investing. 

Our team culture promotes high quality critical thinking to support clients holistically, leveraging nearly eighty years of combined experience. Team members invest in GPM portfolio holdings alongside our 

clients. This document contains general information intended exclusively for GPM clients. The opinions and commentary presented reflect our best judgement at this time, are considered “forward-

looking statements.”, and are subject to change at any time without obligation to update them. Actual future results may be different than our expectations. There can be no assurance that your investment 

objectives will be realized. Investing involves risk and losses can occur. Portfolio actions and positions discussed have been executed broadly in GPM managed accounts that hold individual securities and 

NOT in accounts that invest exclusively in ETF’s or mutual funds It should not be implied or assumed that every portfolio act ion was executed in, and position discussed, is held in every client account.                          
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Fourth Quarter (Q4) 2022 Summary January 4, 2023 

▪ Stocks ended Q4 mostly higher, snapping a three-quarter 
losing streak; posted big gains in October and November 
before a pullback in December after the Fed hiked rates.     

▪ Bond returns were positive in Q4, following three-straight 
down quarters.  High-yield and corporate bond gains were 
robust, with Treasuries much less so. 2022 stands as the 
worst year on record for fixed income markets. 

 

▪ GPM stock portfolios gained with the broad market in Q4. 
▪ Year-end tax-loss selling was extraordinarily heavy, slamming 

some high-quality stocks to oversold levels to start 2023.   
▪ We believe this bear market created excellent opportunities 

for longer term investors like GPM. 
▪ GPM balanced portfolios performed well in Q4 with gains in 

stocks and bonds.   
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Brief Markets Recap 
Bear market sentiment tried to turn in Q4. Early signs of increased willingness to take risk were squelched with a 50-basis point rate 
hike and hawkish comments from Jay Powell on December-14. Stocks quickly surrendered about one-third of the hefty gains from 
October lows, but still ended the quarter mostly higher. With most stocks in the red for the year and negative sentiment still pervasive, 
year-end tax loss selling volume seemed extraordinarily high as many investors gave up in the final weeks of the year. Aggressive tax 
motivated selling of high-quality growth companies during a buyer’s moratorium resulted in unusually large price declines. The tax 
calendar is out of the selling equation now.    All sectors except energy and about 80% of stocks declined for the year.   

The S&P 500 Index, NASDAQ Composite, and Dow-30 ended the year down about 18%, 33%, and 7% respectively. The S&P 500 posted 
gains of 31.2%, 18.2%, and 28.8% in 2019, 2020, and 2021. Negative sentiment is driven primarily by monetary policy tightening which 
seems due for a pause as the economy increasingly feels the lagging impact of seven cumulatively large rate hikes that pushed Fed 
funds from 0.25% to 4.50% in less than a year during 2022. Inflation is still high but decelerating on a month-to-month basis. That 
should become more evident in year over year measurements beginning a few months into 2023. Supply chains and inventories have 
improved as demand for goods moderated. The U.S. Dollar ($USD) has declined about 10% from September highs. Interest rate hikes 
slammed the brakes on housing, while the broader economy continues to expand at a slower pace. Early signs of caution are evident 
in employment as companies become more selective with new hires and many tech companies are reducing or rationalizing headcount 
after a pandemic fueled hiring bonanza. Because a historically large number of people left the labor force during the pandemic, it may 
take longer for monthly employment reports to confirm the lagging impact of rate hikes is being felt in jobs. 

Our view is that outside of wage inflation, prices have peaked and are backing-off. See commodity charts below and GPM’s Year-End 
2022 Chart Collection. The persistently inverted yield curve and longer duration bond yields see the economy slowing and inflation 
cooling in ’23. While continuing to talk tough, the Fed sees slowing data and the opportunity to succeed in orchestrating a difficult to 
achieve soft landing before breaking something beyond crypto. After the 0.50% hike in December, Fed Chief Powell can reduce hike 
increments, slow pace, and pause or stop. Interestingly, most housing related stocks bottomed in June and have behaved well since 
even as new and existing home sales have declined sharply from early ’22 highs. Housing starts are still above pre-pandemic levels 
with permits less so. 

 

http://www.gpmgrowth.com/
https://www.bls.gov/news.release/pdf/cpi.pdf
https://www.newyorkfed.org/research/policy/gscpi#/interactive
https://fred.stlouisfed.org/graph/fredgraph.png?g=Umgr
https://static.fmgsuite.com/media/documents/6e9c48c9-2989-4d10-a202-9498bcb4bc57.pdf
https://static.fmgsuite.com/media/documents/6e9c48c9-2989-4d10-a202-9498bcb4bc57.pdf
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GPM Portfolios – Overview  
Stock accounts are normally 100% invested for long-term growth in value and income.   
Balanced accounts hold stocks and bonds for a more conservative approach. 
 
Core GPM stock ownership criteria: 

✓ We primarily invest in high-quality, sustainable businesses with long-term track records of 
growth in sales, earnings, cash flow, dividends, and ultimately stock prices.   

✓ We focus on businesses with highly recurring revenue models and solid business visibility that 
supports reasonable forecasting.  

✓ We want agile and experienced management teams that reinvest capital at high rates of return 
and drive long-term shareholder value. 

✓ We target companies that create demand with innovative products, superior services, and 
effective marketing - with the size and scale to compete and win worldwide.  

✓ We believe our strategy will provide highly satisfactory long-term portfolio returns. 
 
GPM stock portfolios recouped some lost ground in Q4. We remain focused on the fundamentals 
of our businesses, and despite macro uncertainty, they continue to perform very well operationally.   
Since most compete globally, the strong US dollar was a growing headwind all year. Relative 
weakness in the greenback since late September should become a tailwind. We are confident that 
investors will look back at this bear market as an opportunity to upgrade their portfolios with our 
type of companies for the long-term. We invest in compounders, businesses that become more 
valuable as their earnings power grows even though the market price tells us otherwise right now.   
 
Balanced portfolios also regained some lost ground in the quarter. All three portfolio components 
contributed positively in Q4. Stocks were the largest contributor to the quarter, and the largest full 
year detractor. High yield bond (HYB) gains led all fixed income in Q4, and like stocks, pulled down 
the full year. Investment grade corporate bonds posted solid gains in Q4, and as with HYB, the only 
positive quarter of the year. As discussed earlier, 2022 has been challenging with rapid and large fed 
rate hikes and quickly rising yields which put downward pressure on bond prices. As yields were 
near the highest levels of the year in Q4, GPM adjusted bond positioning to increase interest income.  
We shifted about half of money market and all short maturities into corporate and high-yield bonds 
with maturities in 2025 to 2027, resulting in a bond component yield to maturity of 5.7% and 
duration of 2.00 years (both approximate). We intend to shift the remaining money market balances 
in the first half of 2023 sometime after the Fed, as telegraphed, hikes again in February.   

Stock Portfolio Insight       
 

 
 

 
 

During the Quarter 
We added to our longer held 
core and newer positions.  At 
quarter-end, we held 27 stocks. 
20 pay cash dividends and 
increased their pay rates by 
amounts ranging from 5% to 
nearly 45%. 
 

Period-end data shown above 
closely approximates all GPM stock 

portfolios. 

 

We hope you have a great 2023!  Feel free to contact us for any reason.    The GPM Team  

https://www.stlouisfed.org/publications/regional-economist/data/economy-at-a-glance?utm_medium=email&utm_campaign=FRED%20Data%20News%201120&utm_content=FRED%20Data%20News%201120+CID_3481a61e93bd9271ebe515eac69f0eaa&utm_source=Research%20newsletter&utm_term=FRED%20Economy%20at%20a%20Glance
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Commodity prices 2018 through 2022 

 

 

 

Featured Links    

GPM’s Year-End 2022 Chart Collection.    

Economy at a Glance – St. Louis Fed.    Report On Business - Institute for Supply Management.   

https://static.fmgsuite.com/media/documents/6e9c48c9-2989-4d10-a202-9498bcb4bc57.pdf
https://www.stlouisfed.org/publications/regional-economist/data/economy-at-a-glance
https://www.ismworld.org/supply-management-news-and-reports/reports/ism-report-on-business/

